




































































The Benefits of Being Branded

For retailers, being branded means consumer recognition.
More than half of all convenience stores selling fuels
(59%) are single-store operations, so having a branded
contract with a major refiner/supplier instantly provides

a retailer with a familiar brand for their top product:
motor fuels.

While the price of gasoline is the No. 1 consideration

for most consumers on where they decide to purchase
gasoline, one out of 11 motorists said that the brand of
fuel determines where they purchase gasoline. A branded
contract guarantees fuel supply, especially when supplies
are tight. Supply guarantees can smooth out extreme
price volatility seen in the wholesale gas markets.

There also are non-fuel benefits to branding. Operators
can take advantage of the oil company’s knowledge

in retail best practices for attracting customers and
employee training tools. Retailers can also receive
financial support such as an imaging allowance (loan) to
improve the look of the store.

The Benefits of Being Unbranded

Other retails prefer to be unbranded. At unbranded
stations, the fuel brand is usually the same as the store
name. While this fuel doesn't have a proprietary additive
package, it does have a general additive package that
meets all federal and local fuels requirements. Stores
typically seek to be unbranded if they feel that their store
name is strong enough to convey trust in their product.

In most instances, unbranded gasoline has lower
wholesale prices because there are not the added
benefits of branded fuel, whether that includes marketing
support, the additive package or market intelligence.
Unbranded retailers are able to find the best “deal” for
wholesale product on the open market, regardless of
brand. They may also enter into supply arrangements
with a branded company to purchase fuel that is sold

as unbranded.

If supplies are tight, unbranded retailers may have more
trouble obtaining product, since oil companies first
service their stores, their branded contracts and other
contracts. When supply is limited, unbranded retailers
must compete for what's available, and wholesale prices
are often much higher.

4 2CTA NATS Retall Fusls Repor

Contractual Terms for Branded Contracts
While every contract differs, here is a broad overview of
what is included in these contracts:

+ Length: A typical contract is for 10 years, although
contracts may be as long as 20 years or as short as 3
years for renewed contracts.

+ Volume requirements: Contracts typically set forth a
certain amount of fuel each month that retailers must
sell. Usually retailers can sell more than the agreed-to
amount, but when supply disruptions exist, they may
be put on allocation and only given a percentage of
what they historically receive in a given time period.
This enables the supplier to more efficiently manage
fuel distribution to all branded outlets in an equitable
fashion.

« Image requirements: A branded retailer receives
marketing muscle from its oil company partner, which
may include broad advertising to encourage in-store
sales. Also, the oil company may provide financial
incentives to display its brands. This also depends on
who operates the station and whether the store owner
has access to capital. In exchange, the oil company
expects the store to adhere to certain imaging
requirements, including specific colors, logos and
signage, standards of cleanliness and service. The oil
company often relies on mystery-shopping programs
to assess compliance.

+ Wholesale price requirements: A branded retailer
must purchase fuel from a branded supplier or
distributor. Branded contracts benchmark the
wholesale price to common fuels indexes, such as
Platt's, plus a premium of a few cents for brand/
marketing support. Some branded contracts also
stipulate the retail markup on the fuel through a
“consignment agreement,” whereby the supplier or
distributor retains ownership of the fuel until it is sold
and pays the retailer a commission.









































































































look more appealing than vours. Whatever they do. it's not helpful to a small business earning a
living as an independent gasoline retailer.

Meanwhile back at the refinery. some are starting to feel squeezed. Each vear. the renewables
targets get higher. making those RINs more expensive. If you're not blending fuel downstream.
you might start thinking about exporting the gasoline you make—which reduces the RINs you
owe. And if you're an importer. do you really want to go on bringing fuel to the U.S. if costs less
to ship to somewhere else? This is where things get hairy for consumers—when incentives are
being created to shrink the pool of gasoline available in the U.S.. which spells trouble for prices
at the pump in the long run. And as some refiners get pushed over the brink. the possibility of
price spikes gets even greater.

There is a way to change all this. The government could have fuel blenders abide by the RFS and
turn in the RINs they generate. Eliminating that gap between refineries and fuel blenders would
knock out the middle-man market for RINs. which has given rise to an alarming number of cases
of fraud and speculation by opportunists attracted to the high prices those pieces of paper fetch
on the market. It would restore fairness to the gasoline retail market and eliminate artificial
incentives to export fuel from the U.S.

Our country has enough problems without needlessly creating new ones. Let’s fix the RFS.
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